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REVIEW OF 1953 FORECASTS 


| T has been customary for some years to devote one of our mid-year Trends 


Bulletins to a critical review and revision of our annual January forecasts. 

This bulletin will list our 1953 forecasts, and will then briefly discuss any 
revision which seems advisable for the remainder of 1953. Quotations from our 
January 1953 bulletins are shown in red. 
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It seems to us now, as we Said at the beginning of the year, 


MORTGAGE ACTIVITY 


Elsewhere in our reports at the beginning of the year we said that we thought it 
probable that the interest rate on VA loans would be increased this spring by one- 
half of one percent, and that we thought the FHA rate should also be increased. 
We recommended at the beginning of the year that each loan should be carefully 
weighed on its merits, that the wise course would be to provide for an accelerated 
pay-off during the initial part of the loan, and to scrutinize particularly the lend- 
ing of money on new multifamily buildings built at today’s high costs, as it seemed 
to us that many of these would not prove out over a period of years as sound 
investments. We have nothing to add to this at the present time. We believe it is 
still the proper policy to follow. 
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It ur guess that total construction volume in 
CONSTRUCTION VOLUME 1953 will be very close to the 1952 total - prob- 
within 1 or 2% 

In the first 5 months of this year total construction has exceeded the corres- 
ponding period of a year ago by 5.9%. It is quite difficult to forecast construc- 
tion volume, as it is a composite of many types of buildings and nonbuilding 
projects. Some types of construction in any period will be down; others will be 
up. We think that our forecast may be too conservative for 1953, although we do 
expect some slackening in construction volume during the remainder of the year. 


\nother big year seems certain for 1953. While 

DWELLING UNITS total nonfarm starts for this year will 
bability, be lower than the near-reco! 

of 1952, they wil e to the 1,000,000 mark. (Our guess is 9 

units.) This will nsecutive year that residential construction a: 
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At the present time we are building dwelling units in the United States at a 
rate of 1, 067,000 per year, but we would not be at all surprised to see this rate 
drop considerably as the year progresses. The figures for May which are now 
available indicate that May building for the first time in 5 years did not exceed 


REAL ESTATE SALES PRICE COMPARISONS IN 
MAY 1953 
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With preceding 
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REAL ESTATE SALES PRICE INDEX 


With same month 

preceding year 1951 1953 

Probable selling 
price of a house 

Sate att that sold for 

$5, 000 in 1939 
1939 100 $ 5, 000 
1940 (2nd half) 110 5, 500 


June ’52 &Oct.’51 peak 310 15, 500 


With peak (October Dec. 276 13, 800 
1951 and June 1952) Tan. 14, 350 
Feb. 14” 500 
Mar. 14, 500 
Apr. 14, 500 
May 14, 350 
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the building in the preceding month. It is still too early to make a final evaluation 
of our forecast at the beginning of the year, although it seems here, too, that we 
may not have been as optimistic as we should have been. 


. . . when the foreclosure index is near an all- 

FOREC LOSURES time low, there is very little to say about it ex- 
cept that we hope it stays there. In 1953, it may 

but certainly not enough to arouse particular interest. Times will 

Wd deal worse and construction costs a good deal lower before 

ficant rise. This time will come, but it is some distance away. 


It seems from the figures to date that this was a correct prediction, as the 
foreclosure rate is continuing at about the same level. 


It is our guess that interest rates are going up, 

INTEREST RATES and thus far we have found very few people who 
disagree with us. Most authorities believe that 

VA rates is assured, the only question being whether it will take 

very soon. Based on risk alone, we believe that the rates on con- 

uld continue to rise. Furthermore, the demand for funds will prob- 


to be brisk enough to sustain this rise. 


Elsewhere in our reports in January we said that we thought it probable that 
vable interest rate on VA loans will be increased this spring by one-half 
el nt, and that the allowable interest on an FHA loan should be increased. 


By turning to the chart on pages 280 and 281 it will be noticed that mortgage 
activity has been running ahead of a year ago. 


The national rent index, which is only something 
RENTS to talk about and occasionally point to with indig- 
nation (because it is so low), will undoubtedly 
rise during 1953. It seems certain that Federal controls will be al 
lapse on April 30, and rents will rise faster after that date. 


As we know now, rent controls have been extended until July 31, but in most 
communities of the United States they will go off at that time. The rental index 
has continued to creep up as will be seen on pages 280 and 281. Do not expect 
tremendous increases in the rental index after rent controls pass out. The index 
will go up slightly faster than it has, but increases will still be moderate. 


During the last 2 years, construction costs have 


CONSTRUCTION COSTS virtually leveled off. To be sure, they have lev- 
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(cont. on page 282) 
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Use Scale at Left 
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(cont. from page 279) 
minor ups and dow: ture will change from one part of the country to 
another, but by and re will be no significant declines. 


Construction costs have not declined during 1953, but have continued to rise 
by about 2-1/4%. There mars be some further rise, but we will repeat our Jan- 
uary statement, ther: nificant declines. 


Even the supply of metal is improving rapidly. 
WHOLESALE BUILDING ere will naturally be some prices that will 
MATERIAL PRICES rise; copper, for example, is expected to go to 

t 2 1 30¢ a pound ifcontrols are lifted 
in April. Howeve1 hole, the price trend will probably be slightly down- 
ward. 


At the present time the wholesale building material price index is 1. 7% higher 
than it was in December. If the very high building volume which we have had thus 
far this year continues, we will probably have further slight increases in building 
material prices. If, on the other hand, building volume shrinks during the re- 
mainder of the year, building material prices will also show a very slight drop. 


Production of lumber is high andthe demand will 
WHOLESALE ntinue to be almost as strong as it was in 
LUMBER PRICES 1952. To us, this indicates a steady market, 

t] probabi ilities favoring a small decline 
rather tl 


The wholesale price of lumber on the average has increased since December 
by 1.7%. Further rises or falls in 1953 will depend largely on construction 
volume. If construction volume starts to fall, lumber prices will weaken. If 
it stays at the present level, there will be relatively little change. 


There’s not much left to say about real estate 
REAL ESTATE TAXES axes. They have been going up almost since 

anyone can remember, and they will probably 
keep on going up for | xt several years. City expenses are continuing to rise 
and real estate tax: furnish a big part of the needed revenue. 


This is one forecast about which we have no doubt whatever, as we believe 
that the odds are 100-to-1 that real estate taxes will increase rather than decrease. 


FARM VALUES We think the probabilities favor a small drop in 
PER ACRE 1953 rather than a continuation of past rises. 


This forecast was correct, as from November to March, farm values on the 
average in the United States, according to the Department of Agriculture, declined 
by 2%. This drop was not uniform throughout the United States, but was more 
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pronounced west of the Mississippi River. Only five States west of the Mississippi 
did not show a decline in farm values. 


FARM TAXES PER ACRE Still rising and expected to go higher. 
In spite of the recent drop in farm prices, we think this forecast is correct. 


expect activity to remain high for most 


BUSINESS ACTIVITY of the weds 


We amplified this in our January bulletins by saying that we felt that any 
collapse in business in 1953 was improbable. This is still our opinion. 


Our gut 
WHOLESALE ties will be spotty during the year, but that there 
COMMODITY PRICES will be more downs than ups. The result should 


be a slight downward trend in the index. 


At the present time the average of all wholesale commodity prices is ap- 
proximately the same as it was at the beginning of the year. 


... We are genuinely optimistic over’ the 
PURCHASING POWER chances for some revival in the dollar’s pur- 
OF THE DOLLAR chasing power. We hold this belief because we 
think that most inflationary forces will be held 
lationary forces will gradually increase in power. Net result 
the dollar’s strength during 1953. 


The chart at the top of the page shows the purchasing power of the dollar 
since 1850, with 1935-1939 equaling 100. On that base, the dollar at the present 
time is worth 53.1¢, an increase of 1.3% since the first of the year. 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
June 1953 





SIX-ROOM BRICK HOUSE 

(FRAME INTERIOR)* 
Content: 23,100 cubic feet 

1,520 square feet 

Cost 1939: $ 6, 400 

(27. 7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $17, 141 

(74. 2¢ per cubic foot; $11.28 per square foot) 
INCREASE OVER 1939 = 167. 8% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1, 165 square feet 

Cost 1939: $ 5,440 

(21. 8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $14, 825 

(59. 5¢ per cubic foot; $12.73 per square foot) 
INC REASE OVER 1939 = 172. 5% 





SIX-ROOM FRAME HOUSE* 

Content: 24, 288 cubic feet 

1,650 square feet 

Cost 1939: $ 5, 671 

(23.4¢ per cubic foot; $3.44 per square foot) 
Cost today: $16, 362 

(67.4¢ per cubic foot; $9.92 per square foot) 
INCREASE OVER 1939 = 188. 5% 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 


Cost 1939: $3, 392 

(28. 0¢ per cubic foot; $3.42 per square foot) 
Cost today: $9, 243 

(76. 3¢ per cubic foot; $9.32 per square foot) 
INCREASE OVER 1939 = 172.5% 





